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~ebrask~'s Smal! Towns 
)od TheIr CapacI ty 
fOf Economic Development 
----lavid F. Paulsen 
3urton J. Reed 
Small Nebraska towns have declined in population and wealth. while 
facing increasing demands, higher costs, and more problems .. For them, 
economic development may be a way out. We found that partiCIpatIOn was 
related to inplace governmental capacities and physical facilities. In turn, 
these capacities were related to the size and wealth of the communities. 
However, some smaller and peorer communities did participate, against the 
odds, suggesting that commitment is required. Federal, state, and other 
agencies offer help in development, apparently on demand. Rather, help should 
be directed to those small towns wIth a demonstrated capaCIty and 
commitment, given limited resources. Other small towns need help to build 
capacities toward a threshold of economic development. 
2 
Small towns face hard times. The problem of small 
:owns, those with fewer than 2,500 residents, is 
'specially acute in Nebraska. Ninety percent of Nebraska 
:owns have fewer than 2,500 people, and slightly over 15 
Jercent of the state's population live in these 
(ommunities. Most of Nebraska's small towns are in 
:ural areas. The decline in agriculture in recent years 
Jas added difficulties. 
The role of most small communities, especially in 
rural areas, is changing. Small towns used to be retail 
centers for nearby areas. However, the coming of the 
automobile, the improvement of roads, and other changes 
jave altered the role of small towns. For example, 
farmers in Colfax County may drive 30 miles or more to 
shop in Columbus or Fremont, or even in Omaha, rather 
chan in nearby villages. Rural small towns now often 
~ave only convenience markets, hardware stores, and 
limited other retail businesses. The bedroom community 
~henomenon has extended far out from metropolitan 
NEBRASKA POLICY CHOICES 1987, ed. Russell L. Smith 
(Omaha: Center for Applied Urban Research, 1987). 
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centers. These trends have reduced the tax base and th 
population, while the cost of government has inc rea e 
and people demand more public services. sed 
The problems of small towns are serious. M 
small towns are poor, in income per capita and in fi:ny 
resources. Most of them have inadequate PhYSic~ 
facilities, governmental and commercial. Many h: 
limited capacities for positive, effective governme~e 
While these small towns may continue to decline th' 
l 'k 1 d' Th" , d 'ey are un 1 e y to lsappear. elr cltizens eserve th 
same access to good public facilities and economie 
opportunity as persons in large cities. C 
This chapter focuses on the problems of small 
towns, especially their governments. One of the principal 
means of helping small towns is economic development, a 
complex set of efforts aimed at bringing more retail , 
commercial, and manufacturing establishments and jobs to 
small towns. Some of these towns have been successful 
at economic development, but many more have not. 
We examine the characteristics of communities that 
are indicators of success in economic development. Each 
community, of course, must demonstrate a capacity to 
start and carryon development. Because of limited funds 
for local projects and staff assistance by federal, state, 
and regional agencies, help should go to these towns and 
villages that are most likely to succeed. For those with 
less potential, assistance should be directed at getting 
them ready to participate. 
Nebraska's Small Towns and Declining Agriculture 
Because most of Nebraska's small towns and 
villages are located in rural areas, the decline of 
agriculture, the decrease in farmland value, and the 
sharp downturn in the number of farm families are 
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production. These trends suggest that the econo . 
f · f 11 . " rnlc unctIon 0 some sma communItIes WIll disapp 
. ear 
and that some small towns WIll cease to exist. 
Income and land values would have to increase in th 
agricultural sector for the business climate of ru e 
communities to improve, but this is unlikely. Almost r~ 
percent of the new jobs in rural areas between 1%2 and 
1978 were in service industries, and 20 percent Were' 
f · 1 1 . In manu actunng; consequent y, emp oyment m industri 
such as farming dropped substantially as a percentage ~; 
economic activity (Stanfield, 1983). While this trend 
continues, overall economic decline has increased in 
states where agriculture remains a dominant economic 
force. This rural decline has occurred at the same time 
that federal resources for rural economic development 
efforts have declined. General revenue sharing has been 
eliminated. Most Farmers Home Administration programs 
have been cut severely, as well as rural programs 
directed by the Economic Development Administration and 
the Department of Housing and Urban Development 
(Rauch, 1985). 
Small communities directly affected by these changes 
face difficult decisions concerning their survival. Small 
towns must become more aggressive in stimulating 
business investment to stem the tide of economic 
disinvestment and reduced population. Many rural areas 
have great diversity in the capabilities, resources, and 
commitment within the community, and they can 
undertake such an effort. 
Assistance to Small Towns 
Small communities and their governments must be 
reasonably effective in undertaking positive programs to 
be successful in economic development. The communities 
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oust also have adequate buildings, streets, and water and 
~lwer systems to increase the number of businesses and 
,ebS. These elements are the governmental and physical 
Jfrastructure of a community, or the in-place capacity 
n • 
; r effectiveness. 
,0 Some early studies described small town 
'overnments, especially those in rural areas, as "bad, 
'reak, and incompetent" (Martin, 1957). These studies 
:,seribed small town governments as mostly part-time 
:~d volunteer organizations that were run informally by 
:'riends and neighbors. Taxes were low, there were few 
:'cisions, and government activity was minimal (Howitt, 
" 
178). 
'These early studies reveal that few small towns 
>lve cooperative programs with federal, state, or local 
:)vernments, and even fewer have adequate records of 
'olieies and actions. Few of these communities hire 
:ofessional managers or technicians. Because they have 
~y limited tax revenues, small town government 
llaries are low. The jobs are attractive only to people 
: the local labor market. The studies also show that 
nall towns and villages have few professional public 
:anagement systems, such as modified accrual 
:counting, a complete budget system, a purchasing 
:ogram, or even an organized personnel plan. 
Recent studies of small town governments focus on 
:~ consequences of being small. Limited population, low 
i base, and, usually, a widely scattered population 
'eate special governmental problems. Economies of 
ale are impossible to achieve, especially in social 
rvices. A small tax base provides small towns with 
}ited revenues, making it difficult to borrow money 
:j to develop public services, streets, and water and 
'Ner systems (Brown, 1981). 
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The inherent difficulties for small town goverrun 
have been intensified recently with the addition ents 
problems normally associated with larger communit' Of 
Federal and state requirements for improved water les. 
sewer systems require sophisticated skills in mana ~d 
plant construction and operation (Menzel, 1978). Crim!l~ 
small towns has increased, demanding better trained I 1Il 
enforcement officers (Fetter, 1980). The shift a~ 
responsibility for human services to state and loc~ 
governments has added to the public management burd 
of small communities. Also, many federal, state, ~~ 
regional programs have required development of new 
skills in coordination (Reed, 1978). 
During the past 10 to 15 years, federal and state 
governments have created institutions that help lOcal 
governments face these new and difficult problems. 
Councils of government, regional planning councils 
I 
economic development districts, and many specialized 
public and nonprofit organizations have been formed. 
Some of these organizations help small governments 
improve their capacity for planning, policymaking, and 
decisionmaking. In addition to capacity building, some 
organizations provide technical assistance, which includes 
loaning experts to local governments to help prepare 
budgets, developing personnel and accounting systems, and 
installing computers. 
"Technical assistance frequently means that we 
become staff members of local governments, doing their 
work, except they don't pay us," said one official of a 
helping organization recently. There often is not much in 
the way of a permanent transfer of skills. Many staff 
members of the outside helping organizations say that 
their experience shows that local leadership is necessary 
to develop lasting skills to cope with problems, including 
economic development. The old adage, "there's no point 
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:n helping those who can't, or won't, help themselves," is 
::lea.r1y true for local governments. 
Local Development in Small Towns 
This chapter makes several assumptions about the 
,awre of economic development in smaller communities, 
"articularly those located in rural settings. Smaller 
~risdictions vary greatly in size, rates of growth, 
~ccess to financial resources, and the constraints they 
lace in building a strong economic base. Still, certain 
:lements that are controlled locally will be crucial for 
~ese communities to excel within the constraints they 
face from forces beyond their control. Some of the most 
:nlPortant elements are leadership, physical infra-
structure, fiscal revenue base, and organizational 
capacity. 
Some suspect that communities with appropriate 
lhysical and organizational capacities have succeeded in 
~romoting economic development. A minimum level of 
service and facilities is necessary to spur economic 
lctivity, whether in education, basic physical 
:nfrastructure (streets, sewers, and water lines), or 
Jublic facilities (fire stations, swimming pools, and 
Nater plants). Further, a community needs a minimum 
staff to implement economic development strategies. This 
:apacity can be located in both the public and private 
lector, but a lack of basic organizational capacity within 
'he local government presents serious problems for long-
erm economic growth. 
It takes financial resources to provide facilities, 
services, and personnel. Small towns vary greatly in tax 
illd revenue bases. However. those that are likely to 
succeed will be willing to commit the extra effort to 
50 P au! sen and I> 
ll.eed 
secure the resources necessary to reach a minimum Ie 
of capacity. vel 
Perhaps the most important element for sUCcessf 
economic development efforts, and the one that is m ul 
h OI d h' Co . . h OSt amorp ous, IS ea ers Ip. mmumtles t at consistent} 
demonstrate strong, institutional leadership are the on Y 
most likely to succeed economically (Reed, 1977). All ~~ 
these elements are interrelated to some extent. 
It is important to understand that success i 
economic development means different things in differe~ 
situations. Many smaller jurisdictions face serious 
economic decline which is beyond their control, for 
example, decline in the agricultural economy along with 
structural changes leading to a decline in family farms. 
Success may be measured by the ability to maintain or 
reduce the decline of business activity, rather than 
expand activity. Some communities might find their 
economies growing despite any efforts on their part 
because they are situated in an advantageous location or 
have other external advantages. However, even these 
communities might do better if they were stronger in 
organization, physical infrastructure, or leadership. 
Community Problems and Economic Development 
Smaller communities in Nebraska face a range of 
developmental problems. Clearly, some problems are 
more serious than others. In 1984, a survey was taken 
of 264 chief executive officers (CEOs) (mayors and city 
managers) of communities in Nebraska with populations 
of less than 50,000 who had applied for Community 
Development Block Grant funds through the state 
Department of Economic Development. The survey 
determined the developmental needs of these communities 
and the availability of state and federal assistance to 
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eet these needs (Reed, 1986). About 50 percent of the 
~:ties responded to the questionnaire. The replies 
l~flected a representative distribution by size of 
r pulation of municipalities in Nebraska. 
;Xl Table 1 shows that the most severe problems facing 
these communities are attracting and supporting 
commercial facilities, attracting new jobs, and the 
condition of streets and sidewalks. Other major 
oroblems were drainage and flooding problems and the 
iack of housing construction. When asked to rate their 
:ocal facilities, the respondents listed resources to 
attract economic development, industrial and commercial 
buildings, and central business districts to be the least 
adequate (table 2). Cultural facilities, streets and roads, 
and parks and other recreation facilities were also rated 
lesS than adequate, or poor, by many respondents. 
:able I - Problems affecting economic development of communities 
c \ebra ska. 1984 
Problem 
:em Severe or moderate I Minor or no 
Number Percent Number Percent 
"Jndi lion of housing 90 40.2 134 59.8 
.Jck of medical care 100 44.6 124 55.4 
';Jnditions of streets 
and sidewalks 126 56.2 98 43.8 
.nemployment 109 48.7 115 51. :> 
-·'~taining or attracting 
middle- or upper-"income 
taxpayers 95 43.2 124 56.4 
·-taining existing- jobs 95 42.2 130 57.8 
'ttracting new jobs 183 81.7 40 17.9 
cainage I flooding problems 95 42.4 129 57.6 
.~ck of commercial facilities 89 39.9 134 60.1 
:fficulty In attracting or 
supporti ng commercial 
facilities 131 59.0 91 41.0 
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Table 2 - City officials' ratings of the adequacy of their facilities 
to stirnulate economic development, Nebraska. 1984 
Number of Officials Rating: 
Itern Less than Not 
Excellent Adequate adequate POor 
__________ ~--------------__ a:..:v<ailable 
Water treatment and 
del i very systems 
Sewer and drainage 
Solid waste disposal 
Streets and roads 
Parks and other 
recreation facilities 
Cultural facilities 
Hospitals and clinics 
Public transportation 
Public buildings 
Public school buildings 
Industrial and conunercial 
buildings 
Central business district 
Business and industrial 
sites suitable for 
development 
Resources to attract 
economic developOlent 
63 125 21 5 
49 104 43 14 
54 123 20 16 
18 132 52 22 
63 113 32 9 
10 94 54 18 
50 68 10 10 
1 59 31 26 
35 133 39 11 
55 135 16 7 
3 103 74 18 
17 113 55 35 
25 82 69 21 
11 45 98 37 
7 
9 
8 
1 
8 
33 
75 
94 
5 
6 
18 
3 
19 
22 
Table 3 indicates that when these responses are 
examined by size of population, some trends become 
apparent. As population size decreases, the severity of 
perceived problems increases in a variety of areas, such 
as lack of medical care, condition of streets and 
sidewalks, and lack of commercial facilities. In other 
areas, including drainage and flooding, retaining jobs, and 
preventing unemployment, larger communities also 
perceive more severe problems. 
Many of these responses are not surprising. It should 
be expected that medical care and public infrastructure, 
such as streets, would be considered more severe 
problems in rural areas because of smaller property tax 
bases. These findings are also consistent with a national 
study of the developmental needs of small cities (U.S. 
Department of Housing and Urban Development, 1978). 
11 Towns 
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,.,ole 3 - Developmental needs of cities, by population, Nebraska. 1984 
Population 
f medical care: "c,~o;erate / severe problem 
~ot severe problem 
.... ,diti on of streets: 
"'loderate I se vere problem 
'iot severe problem 
;,:ain/attract middle-income 
.ax~~~:~:~e I severe problem 
~ot severe probl em 
;;'31oing jO,bs: 
Iladeratel severe problem 
~ot severe problem 
. 'acting new jobs: 
\!oderate! severe problem 
\ot severe problem 
',Irlage/flooding: 
I\oderate/severe problem 
liat severe problem 
,.k of housing construction: 
"I!oderate f severe prob I em 
\ot severe problem 
,ok of commercial facilities: 
'\~oderate I se vere probl em 
\01 severe problem 
~:culty attracting!supponing 
Less than 1,000 
Number Percent 
74 
38 
71 
40 
59 
48 
42 
70 
84 
27 
46 
65 
54 
57 
52 
60 
74.0 
30.6 
56.3 
40.8 
62.1 
38.7 
44.2 
53.8 
45.9 
67.5 
48.4 
50.4 
55.1 
45.2 
58.4 
44.9 
1,001 to 2,500 
Number Percent 
18 
38 
33 
24 
14 
42 
20 
37 
49 
7 
19 
38 
22 
35 
24 
32 
18.1 
30.6 
26.2 
24.5 
14.7 
33.9 
21.1 
28.5 
26.8 
17.5 
20.0 
29.5 
22.4 
27.8 
27.0 
23.9 
53 
Over 2,500 
Number Percent 
8 
48 
22 
34 
22 
34 
33 
23 
50 
6 
30 
2b 
22 
34 
) 3 
42 
8.0 
38.7 
17.5 
34.7 
23.2 
27.4 
34.7 
17.7 
27.3 
15.0 
31.6 
20.2 
22.4 
27.0 
14.6 
31.3 
'C'mmercial facilities: I 
Moderate/severe problem i 76 58.0 ~~ ~;:~ 23 17.6 
Not seve,e problem __ ~ 3_6 ___ 3_9_._6 ____________ 3_0 ___ 3_3_.0_ 
The relationship between the perceived quality of 
:cal facilities and population was also explored. 
:espondents from smaller jurisdictions considered the 
-;ality of most facilities to be poor and a senous 
:oblem. 
Table 4 shows the relationship between per capita 
:come and perceived quality of facilities. Chief 
'ecutives in communities with low per capita mcomes 
~1ked water treatment, parks and recreation, hospitals 
:.d clinics, public school buildings, and resources to 
"ract economic development, as poor or not available m 
:eater percentages than leaders in communities with 
;her per capita incomes. The ranking for hospitals and 
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Table 4 - City officials' perceptions of the condition of their facilities. by per capita income 
of residents. Nebraska. 1984 
Per capita income 
Facility Total ~iR'nir_ and condition respondents High Medium Low 1cance 
No. No. 
" 
No. 
" 
No. 
" Water treatment 221 44 19.9 139 62.9 35 17.2 
Adequatel excellent 188 41 21.8 118 62.8 29 15.4 
Inadequate/not apply 33 3 9.1 21 63.6 9 27.3 
.10 
Sewer/drainage 219 39 17.8 141 64.4 39 17.8 
Adequate I excellent 153 25 16.3 98 64.1 30 19.6 
Inadequate I not apply 66 14 21.2 43 65.2 9 13.6 
.46 
Solid ""'aste disposal 221 44 19.9 138 62.4 39 ·17.6 
Adequate I excellent 177 41 23.2 107 60.5 29 16.4 
Inadequate/not apply 44 3 6.8 31 70.5 10 22.7 
.04 
Streets and roads 225 44 19.6 141 62.7 40 17.8 
Adequate/ excellent 150 37 24.7 89 59.9 24 16.0 
Inadequate/not apply 75 7 9.3 52 69.3 16 21.3 
.02 
Parks and recreation 225 44 19.6 141 62.7 4 17.8 
Adequate/ excellent 176 38 21.6 111 63.1 27 15.3 
Inadequate/not apply 49 6 12.2 30 61.2 13 26.5 
.10 
Cultural facilities 209 43 20.6 133 63.6 33 15.8 
Adequate! excellent 104 22 21.2 69 66.3 13 12.5 
Inadequate I not apply 105 21 20.0 64 61.0 20 19.0 
.42 
Hospitals! clinics 213 44 2.7 133 62.4 36 16.9 
Adequate I excellent 118 35 29.7 74 62.7 9 7.6 
Inadequate/not apply 95 9 9.5 59 62.1 27 28.4 
.00 
Public transportation 211 41 19.4 133 63.0 37 17.5 
Adequate I excellent 60 11 18.3 39 65.0 10 16.7 
Inadequate/not apply 151 30 19.9 94 62.3 27 17.9 
.93 
Public buildings 223 43 19.3 141 63.2 39 17.5 
Adequate I excellent 168 35 20.8 106 63.1 27 16.1 
Inadequate/not apply 55 8 14.5 35 63.6 12 21.8 .44 
Public school buildings 219 43 19.6 140 63.9 36 16.4 
Adequate I excellent 190 40 21.1 122 64.2 28 14.7 
Inadequate/not apply 29 3 10.3 18 62.1 8 27.6 .13 
Industrial! commercial buildings 216 43 19.9 138 63.9 35 16.2 
Adequate I excellent 106 26 24.5 71 67.0 9 8.5 
Inadequate/not apply 110 17 15.5 67 60.9 26 23.6 .01 
Central business districts 213 43 19.3 140 62.8 40 17.4 
Adequate/excellent 130 24 18.5 89 68.5 17 13.1 
Inadequate/not apply 83 19 20.4 51 54.8 23 24.7 .05 
Business/industrial sites 216 44 20.4 137 63.4 35 16.2 
Adequate I excellent 107 21 19.6 79 73.8 7 6.5 
Inadequate/not apply 109 23 21.1 58 53.2 28 23.7 .00 
Resources to attract 
economic development 213 44 20.7 132 62.0 37 17.4 
Adequate/ excellent 56 18 32.1 31 55.4 7 12.5 
Inadequate I not apply 157 26 16.6 101 64.3 30 19.1 .04 
clinics and resources to attract economic development 
was significant at the 0.05 or greater level. 
the 
of 
A look at small community executives who think that 
local population has declined, shows that perceptions 
of public facilities changes substantially. the quality 
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fable 5 shows that the number of small community 
executives who think their local facilities are less than 
adequate, poor, or not available is consistently higher 
than the percentage for all respondents. This is 
particularly pronounced for solid waste disposal, streets 
and roads, parks and recreation, and resources to attract 
economic development. Only the ratings of sewer and 
drainage and public school buildings are lower for small 
communities than for all communities. 
Smaller, poorer communities and those facing loss 
of population perceive their local facilities to be 
nonexistent or in poor condition. This is consistent with 
other studies that show that basic physical infrastructure 
is a severe problem for rural areas, particularly poorer 
rural areas (U.S. Department of Housing and Urban 
Development, 1978). These community executives think 
that their economic development facilities, industrial and 
commercial buildings, central business districts, and 
commercial sites are less than adequate. Their ability to 
compete for new business investment is likely to be 
hampered severely unless these facilities are improved. 
Table 5 - City officials' perceptions of the condition of local facilities in communities 
that perceive population decline, Nebraska. 1984 
Facility 
Water treatment/delivery 
Sewer/drainage 
Solid waste disposal 
Streets and roads 
Parks and recreation 
Cultural facilities 
Hospitals I c1 inics 
Public transportation 
Public buildings 
Public school buildings 
Industrial! cammerrial buildings 
Central business districts 
Business/industrial sites 
Resources to attract economic 
~velopment 
Condition of facilities 
Excellent or adequate I 
Number Percent 
39 81.3 
36 72.0 
33 70.2 
25 50.0 
33 66.0 
19 43.2 
14 31.8 
9 20.9 
32 64.0 
41 89.1 
13 29.5 
26 53.1 
16 37.2 
9 19.6 
Less than adequate. poor, 
or not available 
Number Percent 
9 18.8 
14 28.0 
14 29.8 
25 50.0 
17 34.0 
25 56.8 
30 68.2 
35 79.5 
18 36.0 
5 10.9 
31 70.5 
23 46.9 
27 62.8 
37 80.4 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
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Improving Local Facilities for Economic Development 
Perhaps the major external resource available t 
Nebraska's smaller communities to improve pUbl? 
infrastructure and to build economic developm Ie 
facilities is the Community Development Block Gr ent 
Program (CDBG). This program, operated by ~t 
Nebraska Department of Economic Development sin e 
1982, has provided over $40 million to impro~e 
community and economic conditions in communities with e 
population of less than 50,000. While the emphasis ha: 
been on assisting low- and moderate-income individuals 
benefits have spread to others as well. It would see~ 
that communities concerted about their public facilities 
would actively seek such funds. 
We evaluated respondents' applications for CnBG 
funds in 1982, 1983, or 1984. Table 6 shows that no 
clear pattern exists for 1982, but in 1983 and 1984, cities 
with populations of more than 1,500 were more likely to 
apply for funds than cities with populations of less than 
1,500. The number of applications submitted by the 
smallest communities increased slightly, while those 
Table 6 - Applications for Community Development Block Grant funds, 
by population, Nebraska, 1982-84 
-------------~------------------------------------
Appl ications 
Population 1982 1983 1984 
Nurnber Percent Nurnher Percent Number Percent 
Less than 300 L" 50.0 20 64.5 21 67.7 300-499 JO 71.4 9 60.0 7 50.0 500999 8 44.4 13 65.0 II 52.4 1,000-1,499 8 80.0 4 40.0 5 50.0 ],500-2,499 4 50.0 8 88.9 6 75.0 2,500-4,999 2 28.6 6 75.0 7 100.0 More than 5.000 I I 84.6 12 85.7 ! 3 92.9 
57 
,ubrnitted by communities with populations of more than 
; 500 increased dramatically. 
,I Table 7 indicates that when the number of 
,pplications is compared with per capita income, the 
:indings are even more pronounced. Most of the 
:ornffiunities that were classified as high per capita 
'1COrne applied for CDBG funds in each of the 3 years. 
~owever, the percentages are much lower for the low 
'lld medium per capita income communities, particularly 
11982 and 1983. Clearly, per capita income affects the 
;urnber of applications for CDBG funds. 
-able 7 - Applications for Community Development Block Grant funds. 
1y per cap; ta income. Nebraska. 1982-84 
- Applications 
'er capita 
income 1982 1983 1984 
Number Percent Number Percent Number Percent 
.ow 16 43,2 21 46.7 29 63.0 
\:edium 29 64.4 40 78.4 30 62.5 
ligh 9 90.0 11 100.0 II 100.0 
Finally, the relationship between the number of 
'pplications for CDBG funds and the perceived condition 
f facilities was analyzed (table 8). It was assumed that 
.le communities that perceived their town and economic 
:evelopment facilities to be poor would be most likely to 
:lply for CDBG funds to improve them. This appears to 
e true for most facilities, except hospitals and clinics 
:nd public school buildings. This variation may occur 
ecause these facilities are ineligible for CDBG funds. 
10wever, many communities with excellent public 
'acilities applied for CDBG funds, indicating that there 
~ay be less association between need and application for 
'mds than might be expected. 
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Table 8 - Applications for Community Development Block Grant funds. 
by respondents' perceptions of the condition of community facilities, 
Nebraska. 1982-84 
Applications 
Facility 1982 1983 
No. % No. % 
Excellent or adequate: 
\V a ter treatment 20 69.0 27 81.8 
Sewer I dra inage 20 69.0 26 81.3 
Solid waste 23 74.2 26 78.8 
Slr-eets and roads 19 70.4 23 79.3 
Parks/recreation 20 76.9 24 82.8 
Cultural 14 77.8 18 85.7 
Haspi ta 1 sic 1 i n ie s 16 80.0 17 81.0 
Public transportation 9 90.0 7 70.0 
Public buildings 19 73.1 25 83.3 
Public school buildings 25 73.5 31 83.8 
Industrial! commercial huildlngs 14 70.0 16 72.7 
Central business district 1(, 76.2 17 77.3 
Bus ioess I indus tri a I S1 tes II 73.3 13 7b.5 
Adequate, poor, or not '::1vdilahlc: 
Water treatment 7 100.0 7 100.0 
Sewer/drainage 7 100.D 8 100.0 
Solid waste 83.3 8 100.0 
Streets and roads 9 90.0 II 91.7 
Parks I recreation 8 72.7 10 83.3 
Cultural II 73.3 12 75.0 
Hospi ta I s,l clinics 10 66.7 15 83.3 
Public transportation 17 68.0 25 86.2 
Puulic buildings 8 80.0 9 90.0 
Public school bui ldings I 100.0 I 100.0 
Industri a I! commercial buildings 12 80.0 15 93.8 
Centra I business district 12 75.0 16 88.9 
Bust ness! industria I sites 15 75.0 18 85.7 
Participation in Economic Development 
1984 
No. % 
19 59.4 20 64.S 
21 63.6 17 
18 
60.7 
64.3 
12 60.0 
14 70.0 
7 70.0 
19 6s.S 
23 63.9 
II 50.0 
12 54.5 
10 62.5 
7 100.0 
(, 75.lJ 
5 71.4 
9 75.0 
8 66.7 
10 62.5 
10 55.6 
17 60.7 
7 70.0 
I 100.0 
12 80.0 
13 76.5 
13 61.9 
Economic development is a complex activity, involving 
governments, 
organizations. 
conducted in 1987 
quasi -governmental groups and private 
A survey of Nebraska municipalities, 
(147 municipalities responded for a 
response rate of 27 percent), revealed that participation 
in economic development activities is associated with 
several key factors, including size of population of the 
community, per capita income, and the established 
capacity to undertake a variety of administrative 
functions, including networking or information-sharing 
with other communities. 
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A community's size also directly affects the strength 
Jf its administrative infrastructure. F\1nlly, as suggested 
:n the previous section, community size and per capita 
income affect local chief executives' perceptions of the 
severity of physical infrastructure problems. 
participation in economic development is thus a complex 
~henomenon, and strategies to increase community 
~articipation require a mutli-tiered approach, as 
'jescribed in the next section. 
population 
Table 9 shows that few small communities 
~articipate in economic development. Only 9 percent of 
;he participating communities had 300 or fewer people. 
Only 40 percent of the participants came from 
communities with a population of less than 1,000, 
although this group made up 56 percent of the 
communities surveyed. The nonparticipants may not 
realize the potential value of participating. Because they 
are not active governments, they may hold quarterly 
,neetings only, and the city clerk, the only employee, may 
work just 3-5 hours a month. 
,Ie 9 Community partlcipation in economic development, by size of population, 
~raska. 1987 
Population 
')[1omic Less than 300- 500- 1,000- 1,500- 2,500- r-.lore than 
'.elopmcnt 299 499 999 1.499 2,499 4,999 5,OIJO Total 
dies ]\0.) 7 8 16 13 10 9 16 7'1 
':rcentage 8.9 10.1 20.3 16.5 12.7 11.4 20. :3 SS.h 
I',les (No. ) 17 14 17 10 5 63 
":rcentagc 27.0 22.2 27.0 15.9 7.9 ,td· .4 
. ~ i 
.li105 (~·o. ) 24 22 33 23 15 9 ](, 112 
:~rcentage 16.9 15.5 23.2 16.2 10.6 6.3 I 1.3 100.0 
co response . 
.,:r,]ficance 
= 0.00001. 
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The measure of administrative activity for th 
reporting communities is referred to as administrative 
infrastructure. This measure shows both the level 0 e 
intensity, of commitment to government (employees' per 
100 population) and the type of principal administrativ r 
officer in the municipality (city manager or cit; 
administrator) . 
We included two additional measures of 
administrative activity, the number of hours worked per 
week by the principal administrative officer (or manager 
or clerk) and the number of staff activities performed 
by the clerk, such as working on the budget or city plan, 
preparing staff studies, and writing federal grant 
proposals. The categories of hours worked and activities 
performed indicate the level of skills available and the 
time and capacity to use them. 
Table 10 shows a strong relationship between 
administrative infrastructure and participation in 
economic development. It implies that an established 
capacity to undertake a variety of administrative 
functions is essential to undertaking economic develop-
ment. No municipality with a low administrative infra-
structure score participated in economic development, 
while 70 percent of those with a high score did so. 
One of the traditional criticisms of the quality of 
small town government is an isolation from other 
governments. An isolated municipal government has no 
regular infusion of new ideas on public management or 
improvement in operations; no access to cost-saving 
cooperative activity; and, of course, no access to money. 
So, a second measure of administrative infrastructure is 
included, developing external governmental relationships. 
The score consists of frequency of use of consultants 
SfI1a. ll Towns 61 
r ble 10 - Community participation in economic development, 
b~ qua.lity of administrative infrastructure, Nebraska, 1987 
EconomiC 
development 
yes: 
Cities (No.) 
Percentage 
~o: 
. Cities (No.) 
Percentage 
Total: 
Cities (No.) 
Percentage 
Significance = 0.0009. 
Administrative infrastructure 
Low Medium High Total 
0 37 42 79 
0 46.8 53.2 55.6 
6 39 18 63 
9.5 61.9 28.6 44.4 
6 76 60 142 
4.2 53.5 42.3 100.0 
from six major nonprofit organizations offering 
assistance and advice in the state. 
Training activities are also measured. They are 
important in obtaining information about the range of 
governmental activities, including economic development. 
Training is both an information builder and a skill 
builder. Almost as important, participation in training 
activities represents a commitment, and a cost, to the 
local government that the end product will be an 
improvement in the quality of government. 
Finally, a measure of the city's interactions with 
county governments, state agencies, and other cities is 
included. This is a particularly useful indicator, because 
cities must devote time to developing personal 
relationships and performing joint activities with other 
governments, such as flood control and purchasing 
agreements. 
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As shown in table 11, if a community has a hi h 
score on external relationships, there is a good chang 
(70 percent) that it will participate in econorn:e 
development. However, if a municipality has a laic 
score, then there is only about a 10 percent chance th ~ 
it will participate in economic development. a 
The external ~elationships score, then, reflects the 
development of skl1ls and knowledge about a range of 
governmental activities, including economic development 
In addition, communities are willing to accept outsid~ 
information, influence, and intervention in lOcal 
government affairs. 
Table 11 - Participation in economic development. by extent 
of external relationships. Nebraska. 1987 
Economic 
development 
Yes: 
Cities (No.) 
Percentage 
No: 
Cities (No.) 
Percentage 
Total: 
Cities (No.) 
Percentage 
Low 
2 
2.5 
15 
23.8 
17 
12.0 
Significance = 0.0001. 
External relationships 
(score) 
Medium High 
27 50 
34.2 63.3 
25 23 
39.7 36.5 
52 73 
36.5 51.4 
Population and Infrastructure 
-
-
Total 
79 
55.6 
63 
44.4 
142 
100.0 
Size of community is a major factor in determining 
participation in economic development. Community size 
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(population) also directly affects the strength of a 
ornrnunity's administrative infrastructure. Table 12 
\ows the strong relationship between size of community 
s nd administrative infrastructure, and table 13 shows the 
:quallY strong relationship between size of community 
and extent of external relationships. 
All of the low scores and most (75 percent) of the 
medium scores are found in communities with less than 
[,000 residents. By contrast, over 70 percent of all high 
scores are found in communities with more than 1,000 
residents. About 70 percent of larger communities have 
high scores, but less than 35 percent of the communities 
with less than 1,000 residents have high scores. 
As shown in table 13, the scores for external 
relationships almost parallel the scores for 
administrative infrastructure. Virtually all of the low 
scores and half of the moderate scores belong to 
communities with less than 1,000 residents. Communities 
with more than 1,000 residents have over half of all the 
high scores, no low scores, and just half of the 
moderate scores, although larger communities constitute 
somewhat less than half of the total sample. 
Per Capita Income 
Table 14 shows that over 70 percent of the 
communities with less than 1,000 residents were in the 
low per capita income group, while only 33 percent of 
these small communities were in the high per capita 
income group. In contrast, more than 60 percent of the 
towns with more than 1,000 residents were classified in 
the high per capita income group, and 25 percent were 
classified in the low per capita income group. 
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Table 12 - Comparison of the size of community and 
the adequacy of administrative infrastructure, 
Nebraska, 1984 
Population 
Less than 299: 
Cities (No.) 
Percentage 
300 to 499: 
Cities (No.) 
Percentage 
500 to 999: 
Cities (No.) 
Percentage 
1,000 to 1,499: 
Cities (No.) 
Percentage 
1,500 to 2,499: 
Cities (No.) 
Percentage 
2,500 to 4,999: 
Cities (No.) 
Percentage 
More than 5,000: 
Cities (No.) 
Percentage 
Total: 
Cities (No.) 
Percentage 
Low 
4 
16.7 
2 
9.1 
6 
4.2 
- = no response. 
Significance = 0.0000 1. 
Administrative infrastructure 
(score) 
Medium 
17 
70.8 
18 
81.8 
21 
63.6 
9 
11.8 
4 
26.7 
4 
44.4 
3 
18.8 
76 
53.5 
High 
3 
12.5 
2 
9.1 
12 
36.4 
14 
23.3 
11 
73.3 
5 
55.6 
13 
81.3 
60 
42.3 
Total 
24 
16.9 
22 
15.5 
33 
23.2 
23 
16.2 
15 
10.6 
9 
6.3 
16 
11.3 
142 
100.0 
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T8 tent of external relationships, Nebraska, 1987 
et 
, 55 than 299: 
,eCities (No.) 
Percentage 
laO to 499: 
Cities (No.) 
Percentage 
500 to 999: 
Cities (No.) 
Percentage 
1,000 to 1,499: 
Cities (No.) 
Percentage 
1,500 to 2,499: 
Cities (No.) 
Percenlage 
2,500 to 4,999: 
Cities (No.) 
Percentage 
Ilore than 5.000: 
Cities (No.) 
Percentage 
lotal: 
Cities (No.) 
Percentage 
- = no response. 
Significance = 0.0005. 
Low 
11 
45.3 
8 
36.4 
5 
15.2 
1 
4.3 
25 
17.6 
External relationships 
(score) 
Medium High 
6 7 
25.0 29.2 
11 3 
50.0 12.6 
12 16 
36.4 48.5 
10 12 
43.5 52.2 
8 
53.3 
4 
44.4 
8 
50.0 
59 
41.5 
7 
46.7 
5 
55.6 
8 
50.0 
58 
40.8 
Total 
24 
16.9 
22 
15.5 
33 
23.2 
23 
16.2 
15 
10.6 
9 
6.3 
16 
11.3 
142 
100.0 
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Table 14 - Comparison of size of community and pe 
r capita income, Nebraska, 1987 
Population 
Less than 299: 
Cities (No.) 
Percentage 
300 to 499: 
Cities (No.) 
Percentage 
500 to 999: 
Cities (No.) 
Percentage 
1,000 to 1,499: 
Cities (No.) 
Percentage 
1,500 to 2,499: 
Cities (No.) 
Percentage 
2,500 to 4,999: 
Cities (No.) 
Percentage 
More than 5,000: 
Cities (No.) 
Percentage 
Total: 
Cities (No.) 
Percentage 
- = no response. 
Significance = 0.0000. 
High 
8 
33.3 
3 
13.6 
8 
24.2 
8 
34.8 
5 
33.3 
6 
66.7 
15 
93.8 
53 
37.3 
Per capita income 
Medium 
6 
25.0 
15 
68.2 
8 
24.2 
7 
30.4 
8 
53.3 
1 
11.1 
1 
6.3 
46 
32.4 
Low 
10 
41.7 
4 
18.2 
17 
51.5 
8 
34.3 
2 
15.3 
2 
22.2 
43 
30.3 
Total 
24 
16.9 
22 
15.5 
33 
23.2 
23 
16.2 
15 
10.6 
9 
6.3 
16 
11.3 
142 
100.0 
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These relationships were even more pronounced in 
the general population groups. Forty-two percent of the 
_ornmunities with less than 300 residents were classified 
lS loW per capita income, but only 8 percent of all 
~O!Ilmunities with more than 2,500 residents were so 
-lassified. Clearly, Nebraska has many small towns and 
:'iJlages with low per capita incomes and populations. 
The key question is as follows: Does per capita income 
relate to participation in economic development activities? 
Table 15 provides a partial answer. These data 
shoW that small communities participate at only half the 
rate of communities with more than 1,000 residents. For 
Joth groups of communities, however, poor communities 
:Jarticipate at a lower rate than richer communities, 
~lthough the differences are not statistically significant. 
~evertheless, poor communities participate in economic 
Table 15 - Comparison of the size of community, per capita 
Income, and participation in economic development, 
\ebraska, 1987 
Per capita income 
?opulation High Medium Low Total 
III towns with less than 
i,OOO residents: 
~umber in group 19 29 31 79 
Percent participating in 
economic development 42 31 45 39 
\11 towns with more than 
:,000 residents: 
:lumber In group 34 17 12 63 
Percent participating In 
economic development 82 70 67 76 
~otal : 
~umber In group 53 46 43 142 
Percent participating in 
economic development 68 46 51 56 
-
iignificance = 0.0656. 
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development, thus, showing more willingness to bear 
burdens than larger and richer communities. 
Conclusions and Policy Implications 
Our findings illustrate many of the problems smalle 
towns in Nebraska encounter in stimulating economt 
activity. These communities often lack many of the basic 
ingredients necessary to stimulate economic activity. Th~ 
communities that succeed, or attempt to stimulate 
economic development, appear to have certain 
characteristics that other communities lack. 
A Model for Small Town Development 
While many factors are important in stimulating 
small town development, there appear to be certain 
elements that are necessary requisites for such activity. 
Figure 1 shows one approach to describing these 
relationships. 
Two factors appear to be the most important 
requisites for development activity: Size and per capita 
income. Leadership is extremely important also, and is 
demonstrated through the level of development of the 
administrative and physical infrastructure. Leadership, 
however, is diffuse and difficult to measure. OUf 
studies did not focus specifically on the role of 
leadership. It seems almost certain, however, that 
leadership, together with per capita income and 
community size, promote increased administrative and 
physical capacity. Such capacity, in turn, has much to do 
with increased economic development activity. 
Participation in economic development appears to 
require an in-place governmental infrastructure. This 
infrastructure is composed of developed activities and 
.11 Towns 
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Figure 1 
Model for Small Town Development 
Income 
I 
I 
(Leadership) 
I 
Physical 
Capacity 
I 
Development 
Activity 
skills, as well as a sufficient level of personnel. 
Similarly, successful participation seems to demand an 
lO-place pattern of external relationships with 
organizations in training, consulting, and working on joint 
projects. Also, it appears that communities that lack 
economic activity also lack adequate public facilities that 
are often associated with successful economic activity. In 
short, successful participation in economic development 
seems to require leadership and capacity. 
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What is the basis for this capacity? Per capita 
income is a fairly good predictor of capacity , 
administrative and physical development, and III 
established pattern of external relationships is als an 
good predictor of capacity. These elements, in ~ a 
provide the basis for economic development. The chan~' 
are much better for communities with higher per cap'~ 
incomes to develop the structure for participating 1, 
economic development. 1Il 
Participation in economic development is also 
strongly related to size of the community. Smal! 
communities, particularly those with populations of less 
than 1,000, attempt economic development, but at a~ 
half the rate of larger towns (those with populations of 
more than 1,000). Per capita income, level of adminis_ 
trative infrastructure, and the level of external 
relationships are also strongly related to the size of the 
community. 
Implications for Policy 
The implications of these findings present importanl 
policy choices for Nebraska. Sophisticated economi( 
development tools and techniques may be of little use ttl 
small, poorer communities that have few resources k 
devote to development activities, that have yet to deve~ 
adequate public facilities, that have little staffing t 
utilize the available resources, and that demonstrate Httl! 
leadership or commitment to improving these condit .. 
For state government and other helping organizati. 
such tools and techniques are in short supply, particuIerl! 
those associated with financing economic develop-
activities. It may be more appropriate to direct resoU 
to communities that manifest the basic capacities to 
.. ~ 
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ttl and to develop other methods for helping the 
• )e ;ining communities to develop such capacities . 
. :ern A three-tiered approach may hold the most promise. 
The first tier represents communities that lack all the 
'3Sic ingr~dients for carrying out economic develo.pment 
; tivities m a successful way. They lack commitment 
";cd capacity. A second tier represents communities that :~ve a desire to build the basic requisite capacities 
::eded for economic development, but currently lack such 
":apacity. A third tier represents communities that have 
'chieved a threshold level of physical and organizational 
~nfrastructure that allows them to use effectively the 
.conomic development tools available from federal, state, 
and private sources. 
Any state or federal resources that are provided for 
economic development to a tier-one community are 
:mlikely to produce the desired results. However, 
community development assistance directed at building 
Jasic capacities may help tier-two communities succeed 
in economic development. Finally, economic development 
resources are likely to produce a much higher degree of 
success for tier-three communities. 
Regional, state, or federal assistance cannot 
substitute for a community's own efforts. While there is 
no way to determine how many of Nebraska's smaller 
communities fit within each grouping, it is likely that 
most fall within the first two tiers. 
Before any classification of communities can be 
undertaken, a process needs to be established to provide 
sufficient information on the needs, capabilities, and 
commitment of Nebraska's communities. Such 
information could then be used to help small towns meet 
their most immediate needs and to build a threshold level 
of physical and organizational infrastructure. Once the 
threShold is reached, small communities can effectively 
72 
use economic development tools available from f 
ederal state, regional, and private sources. I 
State Efforts 
Currently, most state efforts directed at communi 
and economic development come from the Nebra ~ 
Department of Economic Development (OED). ASSist~c: 
comes in two forms, technical assistance and financ'a! 
assistance. Financial assistance within OED deriv1 
predominantly from Community Development Block Gr~~ 
(CDBG) funds. While financial assistance is availabl 
from other state agencies, such as, labor, energy, ~ 
environmental quality t OED remains the major source of 
direct funding. 
While financial assistance has been substantial in 
recent years, various forms of technical assistance 
within the Community Affairs Division of OED have 
declined substantially. The Kerrey administration 
eliminated the OED field staff, which served primarily 
as technical assistance providers to Nebraska's small 
towns and villages. Other community development 
assistance providers within the agency have been 
reassigned to the CDBG program, resulting in a change 
in focus from assistance provider to grant provider and 
enforcer. These changes have resulted in only two staff 
persons within OED being assigned primarily to 
community development assistance. 
While various types of regional organizations exist 
throughout Nebraska, the most common are community 
action agencies, councils of government, and economic 
development districts. These agencies have staff persons 
assigned to provide various kinds of community aM 
economic development assistance; however, they vary 
greatly in capacity and expertise. 
11 Towns 
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Other statewide organizations that provide assistance 
. small communities include the League of Nebraska 
; nicipalities; the Nebraska Association of Counties; and 
\:u Department of Public Administration and Center for 
;,eplied Urban Research, ~niv~rsity of Neb~aska at 
fmaha. None of these orgamzatIons have full-time staff 
:ersons whose sole responsibility is to provide 
:'sistance . 
. ) In some cases, larger communities in Nebraska may 
'rovide assistance to smaller jurisdictions close to them. 
These efforts, however, are fragmented and sporadic. 
Smaller towns frequently do not trust the motives and 
Jurposes of their larger neighbors. In addition, such 
;[forts are often of secondary importance to the overall 
lctivities of these cities. 
Improving Small Town Development 
A gap exists in Nebraska between the tools and 
resources available for development and the basic 
capability of small communities to use them. To improve 
this situation, the state should develop a community and 
economic development assistance program to help small 
towns achieve economic vitality. Clearly defined policies 
developed by the state to direct the proper type of 
resources to small towns at varying stages of 
development is imperative. These policies must take into 
account factors such as need, capability, and commitment 
of the community. Without these, development efforts 
will fail. 
Regional assistance efforts can be of considerable 
help, but highly fragmented delivery systems do not allow 
concentrated assistance in solving problems. In many 
areas of Nebraska, the political, financial, and staffing 
Support is weak or nonexistent. 
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State efforts should focus on the following areas' 
• The development of a series of diagnostic tOOl 
that can accurately measure a small town's need S 
capacities, and commitment to improving; and s, 
• The creation of a statewide assistance progratn 
that would bring together the resources of variOU 
state and regional agencies and the highe S 
education system to provide appropriate levels 0; 
help to these communities. 
Programs operated jointly between DED and the 
University of Nebraska-Lincoln's College of Architecture 
offer the opportunity to build strong diagnostic tools. 
Small town studies by the Department of PUblic 
Administration and the Center for Applied Urban 
Research, University of Nebraska at Omaha, and the 
Department of Agricultural Economics at the University 
of Nebraska-Lincoln also provide important information 
and techniques. The Nebraska Community Improvement 
Program represents a state effort to improve 
development efforts through self-evaluation and a 
structured program of community improvement. These 
efforts, if unified, could provide an excellent vehicle to 
determine the types of development assistance that would 
be most appropriate for Nebraska's smaller towns and 
villages. The process should allow the state to categorize 
communities in general terms, based on the three-tiered 
approach discussed earlier. Other sources, such as 
CDBG applications and regional planning and development 
agency assessments, could also be helpful. 
Nebraska sorely lacks a coordinated development 
assistance program for its smaller communities. What 
does exist is fragmented, duplicative, and highly 
11 Towns 
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. efficient. Assistance should focus on needs, 
1n pabilities, and commitment. These elements include 
c8. adiness, leadership development, community develop-
~ent' and economic development. Communities lacking 
y measurable commitment to development efforts are 
an greatest need of leadership development and assistance 
~at can improve their readiness to undertake community 
nd economic development efforts. 
a Communities demonstrating leadership, but with 
limited administrative or physical capacity, are in most 
need of community development assistance, to help them 
build the staffing and public facilities necessary to 
stimulate business investment. For the remaining 
communities, business investment tools and resources 
provide a strong base for economic development 
activities. 
Three major vehicles exist for delivering community 
and economic development assistance: Documentation, 
training, and direct assistance. Various types of 
documentation, including guidebooks and manuals, can 
assist communities. Gaps exist in this area, however, 
and newer dissemination vehicles need to be developed, 
including videotapes, computer software, and other audio-
visual materials. 
Training programs need to be provided to those who 
are likely to provide technical assistance to small towns. 
This group could include state agency staff, regional 
organizations, technical community colleges, state 
colleges, universities, and private and nonprofit 
consultants. Training is also needed for representatives 
of the community. Training should focus on the myriad 
of topics discussed previously. 
Finally, direct assistance is an important element in 
any overall assistance effort. This assistance can be 
provided by any of the groups mentioned previously, as 
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well as by the community itself. Peer-to-peer assistan 
as it is commonly called, is often very effectiv c~, 
helping small towns improve their development effort:. 1Il 
Conclusions 
Any coordinated statewide program to improve 10 al 
development efforts will have difficulties. Many S;all 
towns will find themselves with reduced state resources 
Inherent suspicion, sometimes justified, by loc~ 
government officials concerning the motivation 
capabilities, and fairness of state government officials i~ 
likely to increase unless city and county representatives 
are involved in the policy development and implementation 
process. 
Finally, departments and agencies within state 
government operate under vastly different statutory, 
regulatory, and procedural systems. This is also true of 
various institutions of higher education and regional 
assistance organizations. Territorial concerns of these 
groups make coordination efforts very difficult. But, 
doing nothing has little to recommend it. Resources are 
too scarce to waste. Currently, opportunities are being 
lost and inefficient activities are being rewarded. 
Nebraska and its small towns cannot afford to continue 
such a system into the 1990s. 
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